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THE REGIONAL DIFFERENCES IN MORTGAGE INTEREST RATES 


ISTORICALLY, interest rates have always been high in new countries 

and in new areas, and much lower in older, matured countries and areas. 

During Revolutionary times, interest rates were far higher in the colo- 
nies than they were in England. They are much higher today in most sections 
of Central and South America than they are in the United States. They are also 
higher on the West Coast than they are in New England. This is shown very 
strikingly by the average interest rates on conventional first mortgages on 
October 1, 1959, as compiled by the FHA. 


AVERAGE INTEREST RATES ON CONVENTIONAL FIRST MORTGAGES 
OCTOBER 1, 1959 


Region Interest Rate 


North East 5.85% 
Middle Atlantic .85 
South East .95 
North Central .10 
.10 


.50 
U. S. Average .10 





Growing areas provide riskier and more profitable investment opportuni- 
ties than mature areas. Growth at the rapid rate of Los Angeles means very 
high profits for the investor who guesses the direction of consumer desire. It 
also means serious losses for the wrong guess. Mortgages must compete with 
these demands for loans and, therefore, mortgage rates will also be higher in 
new areas. There is more building in newer areas, which requires more 
mortgage loans, thus intensifying the demand for funds. 


One of the principal reasons, however, for the difference in interest rates 
is the tendency for financial institutions to prefer loans in their own area 
where they are personally familiar with background information on the relative 
safety of these loans. Since the big accumulations of cash in financial institu- 
tions tend to concentrate in rather small areas of the country, these areas are 
the ones in which the plentiful supply of funds tends to lower the rate at which 
these funds can be borrowed. 
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The map on the center spread of this report shows metropolitan areas 
grouped on the basis of total bank deposits. Unfortunately, the circles cannot 
be made exactly proportional to the amounts involved. If they were drawn to 
these dimensions, the New York circle would cover a number of other areas. 


On this map are charted 114 metropolitan areas. On the back page the 
total bank deposits for each of the 114 metropolitan areas are listed. 


From the map on page 537 it is apparent that New York ranks first in total 
bank deposits and Chicago ranks second. They are also first and second in 
population. The difference in population, however, is much less than the dif- 
ference in bank deposits. Total bank deposits in New York are 4.5 times those 
of Chicago, while the population of New York is only 2.3 times that of Chicago. 


New York rose to ascendancy as a financial center after the Civil War, 
when money was needed for westward expansion, railroads, and factories. 
The New York Stock Exchange on Wall Street was the center of corporate fi- 
nancing for the Railroad Era. Supporting financial institutions grew with the 
Exchange. Today, New York is the financial center of the United States, pro- 
viding services no other city provides: the Money Market, the Federal Re- 
serve System’s Open Market Operation, and the foreign exchange market. 


Chicago has become a secondary financial center serving the West, but 
still requiring the services of New York. After Chicago come the important 


regional centers. These cities, such as San Francisco, Cleveland, Detroit, 
Dallas, St. Louis, and Atlanta, are clearing centers for the smaller cities 
within their area of influence. 


It is amazing how smoothly capital moves from one section of the country to 
another through the mechanism of the Federal Reserve System at the beck and 
call of changes in the interest rates. Prior to the formation of the Federal Re- 
serve System, interest rate differences between regions were much greater. 
The narrowing of the geographic spread in interest rates is partly due to the 
Federal Reserve System and partly tothe maturing of the western States. 
As these States in time become more developed, the highly profitable, but 
riskier, opportunities will diminish and the spread between interest rates in the 
East and West will narrow. 


The banking institutions bring together what would, in their absence, be 
“idle” money and put it to work by advancing it to others for such things as 
carrying inventories, and buying real estate and machinery. The life blood of 
a growing economy is the growth of capital put to use in profitable enterprise. 
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Metropolitan Area 


New York-Northeastern New Jersey 


RS eee ee ee ee eee 
Los Angeles-Long Beach .......... 
Ban FrancisCo-OekianG ... 1.22 eaves 
NINE, ody Be ka oe ee ee 


Boston 
Detroit 
Pittsburgh 
St. Louis 
Buffalo 
Dallas 
Houston 
Baltimore 
Milwaukee 
Seattle 
Cincinnati 


Providence 
Portland, Oreg. 
Hartford 
Indianapolis 


Denver 


Louisville 


PER tee 








ae ae a ee ee 
See GNOMG<Et. PRM) . 6 6 1 ee ee ss 
WeeemerOn, ERs Ele oa hw 6 So oe 
OG a a 
Albany-Schenectady-Troy .......... 
REE 5s faviete vee ane, Rte es ad ee Sw et 


RI oy os od, uae Gang: 1k tel Ble oe 
EEA.) vas co. Ws Ge Oks Rees ae be eR lala ciara 
er 
Springfield-Holyoke .............. 
Se RENN oh 6 160.4. Sa ee nd ace a eek 
PIE aia. ig? wily) cocoa! Ga ie es sade ieee ar ee alk 
eI IE 5g eg sm sod es ety Ses wg ea 
MEER, salu Ser kw) she oh oT Ja Pap al ems de Daca ees ole Gea 
GN ocd, he vsley de ge Sees Cur Bechara Me 


Total Bank Deposits In 1 


INN THOUSANDS OF DOLL 


Total 
Bank 
Deposits 


$57, 798, €96 


12,691,685 
8, 287, 081 
6,883,578 
6,695,935 
6, 415, 253 
4,604,979 
3, 754, 449 
3, 226, 329 
3,028, 404 
2, 288, 973 
2, 264,835 
2,219,117 
2,116,652 
2,004,100 
1,903,675 
1,762,731 
1,616, 039 
1,500, 840 
1, 445, 853 
1, 305, 387 
1, 223, 569 
1,181,935 
1,134,611 
1,096,529 
1,081, 376 
1,077,724 
1, 062, 314 
1, 040,871 
1, 006, 492 

857, 376 
828, 838 
767,513 
766, 883 
757, 806 
709,824 
702, 386 
684, 346 





Metropolitan Area 


a ee eae a ae ae ee 
Tampa-St. Petersburg ...... 
ee 
SE ee 
ee ee ee 
ES ee ee ee ae 
ee ae ree 
ee aes 
IN 6. 5) cls a el ace 
SE 6) 
IE re ee ae 
Ek. a gas aire, eat Bret wm 
ne ae ee ee rer 
Allentown-Bethlehem-Easton .. 
San Bernardino-Riverside-Ontar 
BN 
ae ee ee ee 
Pg er 
I ag dsc Vins ase: 6 tae bo, 
Stamford-Norwalk ......... 
I Sia aS Goals 6 4 wee aes a 
Gat Tee Cy. wk ce es 

og 
RII or cre sg. ok 79) sh, Jo oe 
Carene Meigs . «ww sss ee 
MMMM 625.6. ao we 
CN Er en ae 
SPREE ni ae a «Be sw 
NE Sao asts) pal con at ects OS 
NE. fs Gk ck a we oe 
ok ee 
Norfolk-Portsmouth.... 
PEOETIBOURE . wc cscs 
Wilkes-Barre-—Hazelton 

NE carer oe raves are nse pede as 
oo, a ee ee 
Duluth, Minn. -Superior, Wis. . 
Wheeling, W. Va. -Steubenville, 
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IOLLARS — JUNE 23,1958 
Total Total 
Bank Bank 
a Deposits Metropolitan Area Deposits 
we = Ee eee Te ee eee ee $ 307,732 
665,189 | Davenport, Iowa-Rock Island-Moline, Il. 306 , 269 
i eA en en ea ig Far 293, 386 
ae ee IR oar Getse ce arig, c  c ™  e 289, 663 
Ree eh ge na a ae ke ws ee el 286, 634 
enna ere et I og ok Gwe a sl ae, a0 we ee 281,003 
Ge, ee NS acca ims he ie es eS ue Ww cea oe ow a 280,850 
ae, Se bk kk ev wre wwe Kena ee ae 278, 580 
ae ae, eee 1 CN, 5 x kn ke De ns ee we 277, 461 
Nn a Ik evcarigt wg a-a) &o aed we Sew ue ae os 268 , 998 
oe GR ee a ere er a eee eee 268 , 706 
ere Gre. wee teen. BOR, ok dak kw bt wews 265,693 
eee ee ee ee 6 I oe tok a a sa so SA es ee ee 265, 571 
re Re ee FR oe be ke ee ae la a ee 264, 274 
‘-Ontario ee i ine: a ka oe ee ea ee 261,529 
ore 556,129 | New Britain-Bristol .... ccc wc nnnce 254, 807 
er ee I Se hata ans a ae. och ww we Sac wR ee ee 251,644 
546.006 | Ceariestion. W. Vas «056s s ess ome 251, 342 
SU Ee CR Ds ds oe ee greg arta em eek we Ue 248 , 070 
best sa a ER PTT ECC CS OTT eT 243, 233 
oo ee ee ee ee ee ee ee ee ee 235, 649 
474,818 | Little Rock-North Little Rock ........ 230, 521 
ee I a es be rks a Oh ee a ey 228, 960 
se, iin. ok ee oe 46.4 Wn we a Oe 228, 020 
429,440 | Beaumont-Port Artur .......22s00% 227,690 
CoG. Tae TE Sg Gos Ga wee ee ee ae eae 224,955 
Scatter ee I on ss Se a nme cw ee coe oe, we ee 224, 691 
Des Helis ee eb IN a oe ee Was ee ee 224, 337 
ee ee: I cs ie ey a oe a Na Mey ee 222,094 
303,200 | Wee Pal DOOEN «nc ce ieee 220, 457 
ate: TE os goa we ens ee eee ww 216,433 | 
365,607 | Portland, Maine ............c.e00. 215,992 | 
ee, IN fag: a aces es ae we 207, 210 
8 SF CET See CTS ie 206,951 J 
Be Fe CD ks ob. oo eh ee ae ee ee eee 206, 544 
re Pe ee re ee ee 203,758 | 
Wis.... Dee ee) BE os bates oa oe es ee 202, 315 
nville, Ohio ee: ee I 96 ss Sa Nice ote Wes eae 200, 723 











